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OATH OR AFFIRMATION

I, Richard H. Lemmon, Jr. : , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Port Securities, Inc. ,as
of December 31, » 2017, are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprictary interest in any account
classified solely as that of a customer, except as follows:

None

ez =

Signature -~
(/L =
/K Title

v “Notary Public

This report ** contains (check all applicable boxes):
X (a) Facing Page.

D] (b) Statement of Financial Condition.

Xl (c) Statement of Income (Loss).

V

X} (d) Statement of Changes in Financial Condition.
Xl (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
[] (9 Statement of Changes in Liabilities Subordinated to Claims of Creditors.
X (g) Computation of Net Capital.
(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
(i) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

X
X
|
[J (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
X
X
O

X

consolidation.
() An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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CALIFORNIA ALL- PURPOSE
CERTIFICATE OF ACKNOWLEDGMENT

A notary public or other offi

cer completing this certificate verifies only the identity
of the individual who signed the document to which this certificate is attached,
and not the truthfulness. accuracy, or validity of that document.

State of California

County of _QY(,( gL
J’

On Ebrua 28, Xi8vetore me, Natulw frsig, Nozvd Pl

hetdnser name ano Glj of the Shizer,

personally appeared R\ Chavd H‘ Lemimon Jr. '

who proved to me on the basis of satisfactory evidence to be the person(#f whose

name'(,é'

are subscribed to the within instrument and acknowledged to me that

hé}she/they executed the same ir@he‘r/their authorized éépacityﬁe-s—}, and that by
/her/their signature(g) on the instrument the person}z), or the entity upon behalf of
ich the persons,z!) acted, executed the instrument.

I certify under PENALTY OF PERJURY under the laws of the State of California that

the foregoing paragraph is true_and correct.

WITNESS my tfand and official seal.

Notary Pubiic Signature v
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(Notary Public Seal)
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Elizabeth Tractenberg, CPA
2367 Clubhouse Drive
ROCKLIN, CALIFORNIA 95765
916/259-1666 — Fax 323/517-2625

elizabeth@tractenberg.net
PCAOB # 3621

Report of Independent Registered Public Accounting Firm

“To the Board of Directors
Port Securities, Inc.
Newport Beach, CA 92663

Opinion on the Financial Statements

[ have audited the accompanying statement of financial condition of Port Securities, Inc., as of
December 31, 2017 and the related statements of income, changes in stockholder’s equity, and cash
flows for the year then ended, and the related notes and Schedule I, Statement of Net Capital Under
Rule 15¢3-1, Schedule I1, Determination of Reserve Requirements Under Rule 15¢3-3(exemption),
and Schedule III, Information Relating to Possession or Control Requirements Under Rule 15¢3-3
(exemption) (collectively referred to as the “financial statements™). In my opinion, the financial
statements present fairly, in all material respects, the financial position of Port Securities, Inc. as of
December 31, 2017, and the results of its operations and its cash flows for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

Basis for Opinion

These financial statements are the responsibility of Port Securities, Inc.’s management. My
responsibility is to express an opinion on Port Securities, Inc.’s financial statements based on my
audit. 1 am a public accounting firm registered with the Public Company Accounting Oversight Board
(United States) (“PCAOB”) and I am required to be independent with respect to Port Securities, Inc. in
accordance with U.S. federal securities laws and the applicable rules and regulations of the Securities
and Exchange Commission and the PCAOB.

I conducted my audit in accordance with the standards of the PCAOB. Those standards require that I
plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement, whether due to error or fraud. My audit included performing procedures
to assess the risks of material misstatement of the financial statements, whether due to error or fraud,
and performing procedures that respond to those risks. Such procedures included examining, on a test
basis, evidence regarding the amounts and disclosures in the financial statements. My audit also
included evaluating the accounting principles used and significant estimates made by management, as
well as evaluating the overall presentation of the financial statements. I believe that my audit provides
a reasonable basis for my opinion. :

%mﬂ%

Elizabeth Tractenberg, CPA
1 have served as Port Securities, Inc.’s auditor since 2006.

Rocklin, CA
February 20, 2018



Port Securities, Inc.
Statement of Financial Condition
December 31, 2017

ASSETS
Cash $ 131,423
Clearing deposit 48,789
Commissions receivable 27,516
Prepaid expenses 4,753
Furniture and equipment net of accumulated depreciation of $7,090 -
Total Assets $ 212,481

LIABILITIES AND STOCKHOLDER'S EQUITY

Liabilities
Accounts payable and accrued expenses $ 32,730
Total Liabilities 32,730
Stockholder's Equity
Common stock (1,500 shares authorized, 51 shares $ -
issued and outstanding, no par value)
Paid-in capital 28,500
Retained Earnings 151,251
Total Stockholder's Equity 179,751
Total Liabilities and Stockholder's Equity $ 212,481
R

See Auditor's Report and Accompanying Notes to Financial Statements
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Port Securities, Inc.
Statement of Income

For The Year Ended December 31, 2017

Revenue

Commissions
12B1 Fees
Miscellaneous income
Total Revenue

Operating Expenses

Auto
Clearing charges
Commissions
Data and communications
Insurance
Office expense
Professional services
Regulatory fees
Rent
Salaries, wages and related expenses
Telephone
Travel and entertainment
All others
Total Operating Expenses

Income before tax provision
Income tax provision

Net Income

$ 474,261
35,700

1,892

511,853

7,798
60,942
242,702
6,651
1,520
3,645
7,390
6,775
11,419
40,089
5,066
41,394
12,307
447,698

64,155
1,100

5 63,055

e s———————
e

See Auditor's Report and Accompanying Notes to Financial Statements
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Port Securities, Inc.
Statement of Changes In Stockholder's Equity
For The Year Ended December 31, 2017

Common
Stock Common Paid-In Retained
’ Shares Stock Capital Earnings Total
Balance December 31, 2016 st $ - 3 28,500 $ 138,196 $ 166,696
Net Income 63,055 63,055
Distributions (50,000) (50.000)
Balance December 31, 2017 51 % - $ 28,500 $ 151,251 $ 179,751

See Auditor's Report and Accompanying Notes to Financial Statements
5



Port Securities, Inc.
Statement of Cash Flow
For The Year Ended December 31, 2017

Cash Flows from Operating Activities
Net income $ 63,055

Adjustments to reconcile net assets to net
cash provided by operating activities:

(Increase) decrease in Clearing Deposit (22,500)
(Increase) decrease in Commission receivable 1,970
(Increase) decrease in prepaid expenses 184
Increase (decrease) in accounts payable 8113
Increase (decrease) in salaries payable (7,403)
Net cash flows from operating activities 43,419
Cash Flows from Investing Activities -

Cash Flows from Financing Activities

Distributions (50,000)

Net cash flows used in financing activities T (50,000)

Net decrease in cash (6,581)
Cash at beginning of year 138,004
Cash at December 31, 2017 $ 131,423

Supplemental Information

1)
1

Interest paid
Income taxes paid $ 2,556

See Auditor's Report and Accompanying Notes to Financial Statements
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Port Securities, Inc.
Notes to Financial Statements
December 31, 2017

Note 1 — Organization and Nature of Business

Port Securities, Inc. (the “Company™) was incotporated in the State of California on July 9, 1997. The
Company is a registered broker-dealer with the Securities and Exchange Commission (SEC), the
Financial Industry Regulatory Authority (“FINRA™), Municipal Securities Rulemaking Board
(*“MSRB”), and the Securities Investor Protection Corporation (“SIPC”).

‘Note 2 ~ Significant Accounting Policies

Basis of Presentation — The Company conducts the following types of business as a securities broker-
dealer, which comprises several classes of services, including:
e Broker or dealer retailing corporate equity securities over-the-counter
Broker or dealer selling corporate debt securities
Mutual fund retailer
Municipal securities broker
Broker or dealer selling variable life insurance or annuities
Put and call broker or dealer or option writer
Non-exchange member arranging for transactions in listed securities by exchange member
Private placements of securities

e & & ¢ o & 9

Under its membership agreement with FINRA and pursuant to Rule 15¢3 (k) (2) (ii), the Company
conducts business on a fully disclosed basis and does not execute or clear securities transactions for
customers. Accordingly, the Company is exempt from the requirement of Rule 15¢3-3 under the
‘Securities Exchange Act of 1934 pertaining to the possession or control of customer assets and reserve
requirements.

Commissions — Commissions and related clearing expenses are recorded on a trade-date basis as
securities transactions occur.

Provision for Income Taxes - The Company has elected to be taxed under the provisions of subchapter
S of the Internal Revenue Code and comparable State of California statutes wherein the Company’s
taxable federal and state income is taxed directly to the stockholder. Additionally, the state of California
imposes a 1.5% state franchise tax on the corporation’s taxable income.

The accounting principles generally accepted in the United States of America provide accounting and
disclosure guidance about positions taken by an organization in its tax returns that might be uncertain..
Management has considered its tax positions and believes that all of the positions taken by the Company
in its Federal and State organization tax returns are more likely than not to be sustained upon
examination. The Company is subject to examinations by U.S. Federal and State tax authorities from
2013 to the present, generally for three years after they are filed.

Depreciation — Depreciation is provided on a straight-line basis using estimated useful lives of five to
ten years. Leasehold improvements are amortized over the lesser of the economic useful life of the
improvement or the term of the lease.



Port Securities, Inc.
Notes to Financial Statements
December 31, 2017

Note 2 - Significant Accounting Policies (continued)

‘Statement of Cash Flows - The Company has defined cash as highly liquid investments, with

original maturities of less than three months that are not held for sale in the ordinary course of
business.

Note 3 - Fair Value

Unless otherwise indicated, the fair values of all reported assets and liabilities that represent financial
instruments (none of which are held for trading purposes) approximate the carrying values of such
_amounts,

Note 4 — Receivable from and Payable to Broker-Dealers and Clearing Organizations

Amounts receivable from and payable to broker-dealers and clearing organizations at December 31,
2017, consist of the following:

Receivable Payable
Fees and commissions receivable/payable $27,516 $0

The Company clears certain of its proprietary and customer transactions through another broker-dealer
on a fully disclosed basis.

Note 5 - Concentration of Credit Risk

The Company is engaged in various trading and brokerage activities in which counter-parties primarily
include broker-dealers, banks, and other financial institutions. In the event counter-parties do not fulfill
their obligations, the Company may be exposed to risk. The risk of default depends on the
creditworthiness of the counter-party or issuer of the instrument. It is the Company’s policy to review,
as necessary, the credit standing of each counter-party.

Note 6 — Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital Rule (SEC Rule 15¢3-1), which requires the
maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to net capital,
both as defined, shall not exceed 15 to 1. Rule 15¢3-1 also provides that equity capital may not be
withdrawn or cash dividends paid if the resulting net capital ratic would exceed 10to 1. Asof
December 31, 2017, the Company had net capital of $174,998 which was $169,998 in excess of its
required net capital of $5,000. The Company’s net capital ratio was 0.19 to 1.

Note 7 - Income Taxes

As discussed in Note 2 - Significant Accounting Policies, the Company is subject to a 1.5% tax on net
income over the minimum tax of $800. At December 31, 2017, the Company recorded franchise tax of
$1,100.



Port Securities, Inc.
Notes to Financial Statements
December 31, 2017

Note 8 ~ Deposit — Clearing Organization
The Company has an agreement with a clearing broker which requires a minimum deposit of $50,000.
Note 9— Exemption from the SEC Rule 15¢3-3

“The Company is an introducing broker-dealer that clears all transactions with and for customers on a
fully disclosed basis with an independent securities clearing company and promptly transmits all
customer funds and securities to the clearing company, which carries all of the accounts of such
customers and maintains and preserves such books and records pertaining thereto pursuant to the
requirements of the SEC Rule 17a-3 and 17a-4, as are customarily made and kept by a clearing broker or
dealer.

Note 10 — Pension Plan

The Company’s current pension plan is a SEP (“simplified employee pension plan™) covering all
employees with twelve (12) months service. The plan provides for annual contributions equal to 25% of
compensation paid to eligible employees. For the year ended December 31, 2017, the pension expense
was $7,500.

Note 11 — Operating Lease

The company leases office space on a month-to-month basis. Rent expense for the year ended
December 31, 2017 was $11,419.

Note 12 — Subsequent Events

Management has reviewed the results of operations for the period of time from its year end

December 31, 2017 through February 20, 2018, the date the financial statements were available to be
issued, and has determined that no adjustments are necessary to the amounts reported in the
accompanying financial statements nor have any subsequent events occurred, the nature of which would
require disclosure.



Port Securities, Inc.
Schedule I - Computation of Net Capital Requirement
December 31, 2017

Computation of Net Capital

Total ownership equity from statement of financial condition  § 179,751
Nonallowable assets

Prepaid expenses (4,753)
Net Capital 174,998

Computation of Net Captial Requirements
Minimum net aggregate indebtedness

6-2/3 % of net aggregate indebtedness 2,182

Minimum dollar net capital required 5,000

Net Capital required (greater of above amounts) 5,000

Excess Capital 169,998

Excess net capital at 1000% (net capital less 10% of 171,725

aggregate indebtedness)

Computation of Aggregate Indebtedness

Total liabilities 32,730
Aggregate Indebtedness to net capital 0.19

The following is a reconciliation of the above net capital computation with the
Company's corresponding unaudited computation pursuant to Rule 179-5(d)(4):

Net Capital per Company's Computation $ 176,097
Variance t
Income Tax Accrual (1,100)
Net Capital per Audited Report $ 174,998
s

10



Port Securities, Inc,
Schedule IT ~ Computation for Determination of Reserve
Requirements Pursuant to Rule 15¢3-3
As of December 31, 2017

A computation of reserve requirement is not applicable to Port Securities, Inc. as the Company qualifies
for exemption under Rule 15¢3-3 (k) (2) (ii).

11



Port Securities, Inc,
Schedule III - Information Relating to Possession or Control
Requirements under Rule 15¢3-3
As of December 31, 2017

Information relating to possession or control requirements is not applicable to Port Securities, Inc. as the
Company qualifies for exemption under Rule 15¢3-3 (k) (2) (ii).

12



Elizabeth Tractenberg, CPA
2367 Clubhouse Drive
ROCKLIN, CALIFORNIA 95765
916/259-1666 — Fax 323/517-2625
elizabeth@tractenberg.net
PCAOB # 3621

Report of Independent Registered Public Accounting Firm — Exemption Report

To the Board of Directors
Port Securities, Inc.
Newport Beach, CA 92663

[ have reviewed management’s statements, included in the accompanying Port Securities, Inc. (the
“Company””) Exemption Report in which (1) Port Securities, Inc. identified the following provisions
of 17C.F.R. §15¢3-3(k) under which the Port Securities, Inc. claimed an exemption from 17 C.F.R.
§240.15¢3-3: (k) (2) (i) (“exemption provisions™), and (2) the Port Securities, Inc. stated that the
Port Securities, Inc. met the identified exemption provisions throughout the most recent fiscal year
without exception. The Port Securities, Inc.’s management is responsible for compliance with the
exemption provisions and its statements.

My review was conducted in accordance with the standards of the Public Company Accounting
Oversight Board (United States) and, accordingly, included inquiries and other required procedures
to obtain evidence about Port Securities, Inc.’s compliance with the exemption provisions. A review
is substantially less in scope than an examination, the objective of which is the expression of an
opinion on management’s statements. Accordingly, I do not express such an opinion.

Based on my review, [ am not aware of any material modifications that should be made to
management’s statements referred to above for them to be fairly stated, in all material respects, based
on the provisions set forth in paragraph (k) (2} (ii) of Rule 15¢3-3 under the Securities Exchange Act
of 1934,

Elizabeth Tractenberg, CPA
Rocklin, CA
February 20, 2018



PORT SECURITIES, INC.

Member FINRA/SIPC

lanuary 17, 2018

Elizabeth Tractenberg, CPA
2367 Clubhouse Drive
Rockiin, CA 95765

RE: SEA Rule 17é-5(d) (4) Exemption Report
Dear Ms. Tractenberg:

Pursuant to the referenced rule, the following information is provided.

Under its membership agreement with FINRA and pursuant to Rule 15¢3-3 (k) (2) (ii) the Company
conducts business on a fully disclosed basis and does not execute or clear securities transactions for
customers.

Port Securities, Inc. met the Section 204, 15¢3-3 (k) (2) (ii) exemption for the period January 1, 2017 to
December 31, 2017,

Sincerely,

GileriZ B

Richard H Lemmon Jr.

President

2717 W, Coast Hwy. * Newport Beach, CA 92663 « (949) 574-9286 + (800) 417-7381 » FAX (949) 574-0565



Elizabeth Tractenberg, CPA

2367 Clubhouse Drive
ROCKLIN, CALIFORNIA 95765
Office 916/259-1666 - Fax 323/517-26258

glizabeth@iractenberg net
PCAOB # 3621

To the Board of Directors
Port Securities, Inc.
Newport Beach, CA 92663

Report of Independent Registered Public Accounting Firm on Applying Agreed-Upon Procedures

In accordance with Rule 17a-5(c)(4) under the Securities Exchange Act of 1934 and with the SIPC Series 600
Rules, I have performed the procedures enumerated below, which were agreed to by Port Securities, Inc. and
the Securities Investor Protection Corporation (SIPC) with respect to the accompanying General Assessment
Reéconciliation (Form SIPC-7) of Port Securities, Inc. for the year ended December 31, 2017, solely to assist
you and SIPC in evaluating Port Securities, Inc.’s compliance with the applicable instructions of the General
Assessment Reconciliation (Form SIPC-7), Port Securities, Inc.’s management is responsible for Port
Securities, Inc.’s compliance with those requirements. This agreed-upon procedures engagement was conducted
in accordance with attestation standards established by the Public Company Accounting Oversight Board
(United States). The sufficiency of these procedures is solely the responsibility of those parties specified in this
report. Consequently, I make no representation regarding the sufficiency of the procedures described below
cither for the purpose for which this report has been requested or for any other purpose. The procedures |
performed and our findings are as follows:

Iy Compared the listed assessment payments in Form SIPC-7 with respective cash disbursement records
entries, noting no differences;

2) Compared the Total Revenue amount reported on the Annual Audited Report Form X-17A-5 Part 11I for the
year ended December 31, 2017 with the Total Revenue amount reported in Form SIPC-7 for the year ended
December 31, 2017, noting no differences;

3) Compared any adjustments reported in Form SIPC-7 with supporting schedules and working papers, noting
an adjustment as follows;

Originally reported Amended SIPC 7 Difference

Line 2¢1 $231,932 $153,838

Line 2¢3 60,942 60,942

Line 9ii 0 757

Total deductions $292,874 $215,537 $77,337
Assessment $328 $444 $116
Paid SPIC 6 (177) a7
Paid original (151) (513

Due $0 $116



To the Board of Directors
Port Securities, Inc.
Page 2

4) Recalculated the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the related
schedules and working papers supporting the adjustments, noting the differences above; and

3) Compared the amount of any overpayment applied to the current assessment with the Form SIPC-7 on
which it was originally computed, noting the differences above,

[ was not engaged 10, and did not conduct an examination, the objective of which would be the expression of an
opinion on compliance with the applicable instructions of the Form SIPC-7. Accordingly, I do not express such
an opinion. Had I performed additional procedures, other matters mi ght have come to my attention that would
have been reported to you.

This report is intended solely for the information and use of the specified parties listed above and is not
intended to be and should not be used by anyone other than these specified parties.

. -~
Elizabeth Tractenberg, CPA

Rocklin, California
February 20, 2018



